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1. WE APPRECIATE EMBASSY INEORMATION PROVIDED REETEL. IN 
OUR VIEW, GOP REQUEST FOR CREDITOR CLUB RENEGOTIATION OE 
PERU'S OEFICIAL DEBT HAS BECOME INCREASINGLY LIKELY. 

EMBASSY SHOULD NOT REPEAT NOT RAISE THE ISSUE WITH THE 
GOP. U.S. AGREED IN GENEVA AT UNCTAD DEBT MINISTERIAL 
THAT THE DECISION TO INITIATE A REQUEST FOR DEBT 
RESCHEDULING IS THE SOLE PREROGATIVE OF THE DEBTOR COUNTRY. 

2. THE DECISION ON WHETHER OR NOT A DEBTOR COUNTRY 
INITIATE CREDITOR CLUB ACTION IS A DIEEICULT ONE. IT 
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INVOLVES AN ARRAY OE ISSUES SUCH AS THE COUNTRY'S DEBT 
STRUCTURE, RAMIEICATIONS ON THE DEBTORS INTERNATIONAL 
CREDITWORTHINESS, THE DEBTOR'S RELATIONSHIPS WITH CREDI- 
TORS (OFEICIAL AND PRIVATE), AND THE LEVEL OF CONDITION- 
ALITY ASSOCIATED WITH CREDITOR CLUB RENEGOTIATION. WE 
WOULD IN NO WAY WISH TO ENCOURAGE OR DISCOURAGE THE GOP IN 
SUCH A DECISION. 
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3. IF, HOWEVER, THE ISSUE IS RAISED BY THE GOP, YOU 

SHOULD STATE THAT THE USG WOULD BE WILLING TO PARTI- 
CIPATE IN MULTILATERAL CREDITOR CLUB CONSIDERATION OF 
ANY GOP REQUEST FOR DEBT RENEGOTIATION. EVIDENCE 
SHOULD CLEARLY SHOW THAT DEBT RELIEF FROM OFFICIAL 
CREDITORS IS WARRANTED; I.E., PERU IS UNABLE TO MEET 
DEBT SERVICE ON THOSE OBLIGATIONS. YOU SHOULD STATE 
FURTHER THAT THE USG IS SYMPATHETIC TO THE OOP'S EFEORTS 
TO OVERCOME ITS CURRENT FINANCIAL DIFFICULTIES AND THAT 
- IE CREDITORS AGREED THAT THE MERITS OE THE SITUATION 
WARRANTED DEBT RENEGOTIATION, WE WOULD WORK TO ASSURE 
SUCH NEGOTIATIONS WOULD BE COMPLETED EXPEDITIOUSLY IN 
ORDER TO REDUCE TO A MINIMUM ANY UNCERTAINTIES 
ASSOCIATED WITH THEM. 

4. WHILE EMPHASIZING USG UNDERSTANDING OF THE OOP'S 
DIFPICULTIES,YOU SHOULD REMIND THE GOP OP THE CRITERIA 
TRADITIONALLY EMPLOYED IN CREDITOR CLUB RENEGOTIATIONS. 

IN PARTICULAR: 

(A) RENEGOTIATIONS WOULD BE CONTINGENT ON THE GOP UNDER- 
TAKING A COMPREHENSIVE ECONOMIC PROGRAM TO STRENGTHEN 
ITS BALANCE OF PAYMENTS SITUATION. IT WOULD, THEREPORE, 
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BE PREMATURE TO CONVENE A PARIS CLUB UNTIL GOP IS IN 
COMPLIANCE WITH AN IMP PROGRAM. 

(B) RENEGOTIATION REQUIRES DEBTOR COUNTRY COMMITMENT 
NOT TO PROVIDE NON-PARTICIPATING CREDITOR COUNTRIES 
WITH MORE FAVORABLE TREATMENT THAN THAT ACCORDED 
CREDITORS PARTICIPATING IN THE CREDITOR CLUB. IN PERU'S 
CASE, THIS WOULD APPLY TO THE USSR AND EASTERN EUROPEAN 
CREDITORS WHO TRADITIONALLY HAVE REPUSED TO PARTICIPATE 
IN CREDITOR CLUBS. 

(C) RENEGOTIATION OF OFFICIAL DEBT REQUIRES DEBTOR 
COUNTRY AGREEMENT TO SEEK COMPARABLE TREATMENT FROM 
PRIVATE CREDITORS. 

IT SHOULD BE MADE CLEAR TO GOP THAT USG DECISION IN 
RESPONSE TO GOP REQUEST FOR OFFICIAL DEBT RESCHEDULING 
WOULD BE BASED ON CONSIDERATIONS DESCRIBED ABOVE. COOPER 
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